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SUB J : EMPLOYMENT REDUCTIONS BY MULTINATIONALS 
REF: (A) LISBON 3467; (B) LISBON 5266 

SUMMARY: FOLLOWING THE CLOSURE OF ONE U.S. BASED MULTINATIONAL 
ELECTRONICS FIRM, TWO ADDITIONAL LARGE U.S. OWNED ELECTRONICS 
FIRMS AND ONE GERMAN FIRM ARE IN THE PROCESS OF LAYING OFF A 
SIGNIFICANT NUMBER OF THEIR WORKERS. LEFTIST ELEMENTS IN THE 
LABOR UNIONS, THE MEDIA AND IN OTHER IMPORTANT, VOCAL SECTORS 
SEE THIS AS A CONFIRMATION OF ACCUSATIONS THAT MULTI- 
NATIONAL FIRMS ARE CARRYING OUT ECONOMIC SABOTAGE. THE EMBASSY 
BELIEVES THAT THIS IS A SERIOUS PROBLEM FOR U.S./PORTUGUESE 
RELATIONS AND SUGGESTS A COURSE OF ACTION. END SUMMARY. 

1. ELECTRONICA SIGNETICS DE PORTUGAL, LTDA, A WHOLLY-OWNED 
SUBSIDIARY OF SIGNETICS CORP OF SUNNYVALE, CALIFORNIA, WHICH 
IS IN TURNED OWNED BY CORNING GLASS WORKS, IS PRESENTLY ENGAGED 
IN DISCUSSIONS WITH THE LABOR MINISTRY TO REDUCE ITS LABOR 
FORCE FROM 600 TO APPROXIMATELY 130. COMPANY STATES THAT 
REDUCED GLOBAL DEMAND FOR OUTPUT IS THE REASON FOR THE REDUC- 
TION AND THAT LAY-OFFS HAVE ALSO TAKEN PLACE AT SIGNETICS 
PLANTS IN OTHER COUNTRIES. ABOUT 300 VOLUNTARY TERMINATIONS 
ARE EXPECTED. THE OTHER 200 PERSONS WILL BE SUBJECT OF THE 
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NEGOTIATIONS. SIGNETICS PREVIOUSLY NEGOTIATED A SIGNIFICANT 
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LAY-OFF IN AUGUST WHEN IT REDUCED (SUPPOSEDLY ON A DEFINITIVE 
BASIS) ITS FORCE FROM 1300 TO 600. SIGNETICS' LATEST ACTION 
WAS TAKEN AFTER SERIOUSLY CONSIDERING COMPLETE CLOSURE OF 
OPERATIONS IN PORTUGAL. 

2. ITT SEMICONDUCTORS - STANDARD ELECTRICA, SARL. AN ASSEMBLER 
OF ELECTRONIC COMPONENTS, HAS JUST SIGNED AN ACCORD WITH THE 
ELECTRICAL WORKERS UNION AND THE LABOR MINISTRY PROVIDING FOR 
A REDUCTION IN FORCE FROM APPROXIMATELY 1800 WORKERS TO ABOUT 
900. THE REDUCTION OF GLOBAL DEMAND WAS CITED AS THE CAUSE. 

UNDER THE ARRANGEMENT 800 WORKERS RESIGNED VOLUNTARILY AND 
RECEIVED THE LEGAL INDEMNITY (FROM $1200 UP DEPENDING UPON 
LENGTH OF SERVICE). ANOTHER 80 WILL BE TEMPORARILY FURLOUGHED, 

RECEIVING 60 PERCENT OF THEIR SALARY FOR A 14-WEEK PERIO. A 

THREE-MAN COMMISSION HAS BEEN ESTABLISHED TO WORK OUT OTHER PROBLEMS. 

THE PLANT IS PRESENTLY OPERATING NORMALLY. 

3. ROBERT BOSCH PORTUGUESA, A GERMAN-OWNED MANUFACTURER 
AND ASSEMBLER, IS ATTEMPTING TO LAY OFF 1 10 WORKERS WHICH IS 
50 PERCENT OF THEIR WORK FORCE. THE FIRM WILL DISCONTINUE MAN 
UFACTURE OF SEVERAL LINES OF HOME APPLIANCES WHICH CONTAIN EXTENSIVE 
LABOR INPUT AND PORTUGUESE-SUPPLIED RAW MATERIALS. A CUT-BACK 

IN PRODUCTION OF ELECTRICAL COMPONENTS REPORTEDLY JEOPARDIZES 
PRODUCTION OF SEVERAL DOMESTIC FIRMS WHICH EXPORT. WORKERS OF 
BOSCH PORTUGUESA HAVE DEMONSTRATED BEFORE THE GERMAN REPUBLIC 
EMBASSY IN PROTEST AGAINST THE LAY-OFFS. 

4. ON NOVEMBER 27 THE TREASURER OF THE ELECTRICAL WORKERS UNION 
HELD A PRESS CONFERENCE "TO ALERT THE PUBLIC TO THE WAVE OF 
FIRINGS" BY MULTINATIONAL FIRMS. HE CALLED FOR UNITY IN FIGHTING 
THE LAY-OFFS BUT ADMITTED THE GOP WOULD HAVE DIFFICULTY IN ACTING 
AGAINST THE FIRMS BECAUSE THEY DEPEND UPON FOREIGN PARENTS FOR 
ALL RAW MATERIALS AND MARKETS. AMONG THE MEASURES HE SUGGESTED 
TO THE WORKERS WERE STRIKES, DEMONSTRATIONS, AND "THE PROVOCA- 
TION OF CONFLICTS IN THE COUNTRY OF THE PARENT FIRM SO THAT IT 
WILL BE COMPELLED TO SOLVE THE PROBLEM”. THERE HAVE BEEN A 
NUMBER OF ALLEGATIONS IN THE MEDIA AND IT IS A TENET OF FAITH 
AMONG THE POLITICAL LEFT AND MOST UNION LEADERS THAT THE LAY- 
OFFS ARE A PLOT OF INTERNATIONAL CAPITALISM AGAINST PORTUGUESE 
DEMOCRACY. IT IS ALSO ALLEGED THAT THE LAY-OFFS ONLY OCCURRED 
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AFTER THE POST-REVOLUTION ESTABLISHMENT OF A MINIMUM WAGE 
OF $132 PER MONTH, AN ACTION WHICH DOUBLED THE WAGE LEVEL 
OF MANY OF THE WORKERS. 

5. COMMENT: IT IS NOT CLEAR WHETHER THE RECENTLY PASSED 

LAW PERMITTING THE GOP TO INTERVENE, AND ULTIMATELY NATIONAL- 
IZE, FIRMS LAYING OFF SIGNIFICANT NUMBERS OF EMPLOYEES WILL 
BE APPLIED TO MULTINATIONALS (SEE REF B). IT IS READILY 
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APPARENT THAT THE GOP WOULD BE UNABLE TO CONTINUE PRODUCTION 
OF ASSEMBLY PLANTS WHICH ARE DEPENDENT UPON PARENT FIRMS FOR 
INPUTS AND MARKETING. THE EMBASSY HAS BEEN TOLD BY A SOURCE 
IN THE FOREIGN MINISTRY THAT THE LEGISLATION IS AIMED AGAINST 
FOREIGN FIRMS IN GENERAL BUT NONE IN PARTICULAR. THE INFLU- 
ENTIAL, MODERATE PAPER EXPRESSO STATES THAT THE LAW IS THE GOP 
ANSWER TO ECONOMIC SABOTAGE EFFORTS BY FOREIGN FIRMS, INCLUD- 
ING SUBSIDIARIES OF MULTINATIONALS. 

6. ACTION SUGGESTED: THE FACT THAT THE WORLD-WIDE MARKETING 
CRISIS IN THE ELECTRONICS INDUSTRY WHICH HAS RESULTED IN THESE 
LAY-OFFS, AND EARLIER CONTRIBUTED TO THE APPLIED MAGNETICS 
SHUT-DOWN, ONLY BECAME APPARENT IN PORTUGAL SHORTLY AFTER THE 
APRIL 25 REVOLUTION, AND THE FACT THAT THE COMPANIES ARE 
MULTINATIONALS (AND ESPECIALLY ONE AN ITT SUBSIDIARY) IS BEING 
PLAYED UPON LOCALLY AS CLEAR CONFIRMATION THAT THE MULTINATIONALS 
AND THE UNITED STATES ARE ENGAGED IN AN ECONOMIC BOYCOTT 
TO "DESTABILIZE" PORTUGAL. THE EMBASSY BELIEVES THAT THIS IS A CASE 
WHERE ACTIONS BY U.S. BASED MULTINATIONAL COMPANIES CAN HAVE A 
SEVERE AND UNFAVORABLE IMPACT ON U.S./PORTUGUESE RELATIONS. 

WHILE THE EMBASSY IS AWARE OF THE LIMITATIONS ON THE REPRE- 
SENTATIONS WHICH THE U.S. GOVERNMENT CAN MAKE, WE BELIEVE 
THAT UNDER PRSENT CIRCUMSTANCES THER IS JUSTIFICATION FOR 
THE DEPARTMENT TO URGE THE PARENT COMPANIES TO CONSIDER ALL 
POSSIBLE MEASURES TO MINIMIZE THE UNEMPLOYMENT IMPACT THAT 
A REDUCTION OF THEIR ACTIVITIES WILL HAVE IN PORTUGAL. 

THE EMBASSY WILL KEEP THE DEPARTMENT INFORMED OF OTHER CASES 
WHERE IT IS ALSO BELIEVED THAT SUCH REPRESENTATION MIGHT BE 
USEFUL. 

SCOTT 
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